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March I, 2017

H. Joseph Maney, Chairman
Essex Regional Retirement Board
Building 200, Suite 202

491 Maple Street ( Route 62 )
Danvers, MA 01923

Dear Mr. Maney:

The Public Employee Retirement Administration Commission has completed a review of the
audit of the Essex Regional Retirement System conducted by the firm of Powers & Sullivan, LLC
CPAs in accordance with the provisions of Chapter 32, Section 21 of the Massachusetts
General Laws. The audit covered the period from January |, 2012 to December 31, 2014. This
audit was determined to be conducted in accordance with the accounting and management
standards established by the Public Employee Retirement Administration Commission in 840
CMR 25.00 and in compliance with the provisions specified in PERAC Memo #20 / 2008.

We conducted an inspection of the work papers prepared by Powers & Sullivan, LLC CPAs at
their offices in Wakefield, MA on January 7, 2016. We determined that the audit work papers
demonstrated that audit tests were performed in sufficient detail to allow us to accept the final
audit report as issued.

We supplemented the field work conducted by Powers & Sullivan, LLC CPAs with limited
procedures designed to provide additional assurance that the accounting and management
standards contained in 840 CMR 25.00 were adhered to and complied with. We requested
payroll information from employers to determine the basis for member contributions;
inspected payroll records to confirm benefit calculations; inspected certain records of the Essex
Regional Retirement System to identify unresolved issues related to 91A compliance, and
performed certain other tests.

In our opinion, the financial records are being maintained and the management functions are
being performed in conformity with the standards established by the Public Employee
Retirement Administration Commission, with the following exceptions:
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[l Those specifically noted in the Report on Internal Control (and Management Letter)
prepared by the firm of Powers & Sullivan, LLC CPAs and presented as part of this
report. The content of such document will be posted on the PERAC web page as
presented in the version submitted by Powers & Sullivan, LLC CPAs to the Essex
Regional Retirement Board.

[l Those related to our supplemental work are detailed on the attachment to this letter.

The financial statements and footnotes presented in this report were limited to the results as of
and for the years ended December 31, 2012, December 31, 2013, and December 31, 2014.

In closing, | wish to acknowledge the work of Powers & Sullivan, LLC CPAs, who conducted
this examination, and express my appreciation to the Board of Retirement and staff for their
courtesy and cooperation. PERAC audit staff will follow up in six months to ensure that
appropriate actions have been taken regarding all findings.

Sincerely,

@474 5. b estrs

Joseph E. Connarton,
Executive Director



Explanation of Findings and Recommendations

I. Member Contributions
A review of payroll from 23 of the 42 units revealed the following errors (each applies to one
unit only):
'] Retirement deductions are being withheld from overtime pay. Overtime is not
considered regular compensation pursuant to 840 CMR 15.03 3(f).

[] Retirement deductions are not being withheld from a beeper stipend for on-call services
during off-duty hours even though it meets the definition of regular compensation since
it is pre-determined, non-discretionary, and guaranteed.

'] An employee who received multiple paychecks in the same pay period had the correct
retirement contributions withheld from the first paycheck but the additional paychecks
(consisting of regular compensation) did not have any retirement contributions
withheld.

[] Car allowance, uniform allowance, moving expense, and mileage expense are incorrectly
subject to retirement contributions. None of these are regular compensation pursuant
to 840 CMR 15.03 3(f).

Recommendation: The Board is responsible for ensuring that units comply with the
definition of regular compensation prescribed in 840 CMR 15.03. The Board should instruct the
respective units to change contribution withholdings as appropriate.

Board Response:

ERRS concurs with PERAC's recommendation that the retirement system should continue to
instruct the units on the proper manner in which to withhold retirement contributions. As
described in the comments, the issues that comprised this finding occurred in four of the
twenty-three units reviewed, or 17%. | would note that PERAC 's previous audit covering the
years 2009-2011 found that 30% of ERRS units had incorrect pay codes and 25% had issues
relating to the incorrect withholding of the additional 2%. The retirement system will continue
to implement PERAC's recommendations with the goal of further reducing withholding errors.

2. §3(8)(c) Billings

A review of §3(8)(c) payments and billings found that two bills issued by the Board did not
adjust the amounts of the Option C beneficiaries upon the death of the retired member,
resulting in an overcharge to the other retirement boards.

Recommendation: The Board should ensure that §3(8)(c) bills are adjusted to account for
Option C allowances. The Board should review all prior outgoing §3(8)(c) bills for
overstatements and make the appropriate changes. The Board should also establish procedures
for ensuring accuracy of these bills.

Board Response:

ERRS is aware of the two 3(8)(c) bills described in the audit comments and, as discussed at the
exit conference, these two errors were corrected. As PERAC recommends, ERRS will continue
the process of reviewing and verifying all 3(8)(c) bills before issuance or payment, and, further,
will not pay any bills that are not properly documented












































































































